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SPEECH BY SENATOR MAX BAUCUS
FIRST INTERSTATE ECONOMIC DEVELOPMENT SEMINA
SEPTEMBER 25, 1986
THANKS, JIM.
I WANT TO CONGRATULATE YOU FOR ORGANIZING
THIS TIMELY CONFERENCE. YOU AND FIRST INTERSTATE
ARE DEMONSTRATING THE KIND OF LEADERSHIP THAT WE
NEED FROM OUR BUSINESS COMMUNITY*
LET ME BE BLUNT.
MONTANA IS IN THE MIDST OF AN ECONOMIC
CRISIS*
DURING THE 1970S, AGRICULTURAL EXPORTS AND
ENERGY PRICES CREATED AN ECONOMIC BOOM*
BUT THE BOOM HAS GONE BUST.
VIRTUALLY ALL OF OUR BASIC INDUSTRIES HAVE
HIT HARD TIMES*
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WE'VE LOST 5,000 JOBS IN FOREST PRODUCTS AND
HARD-ROCK MINING*
WE'VE LOST 3,700 JOBS IN AGRICULTURE.
WHEAT PRICES HAVE FALLEN TO THEIR LOWEST
LEVELS SINCE 1979.
WE'VE SEEN A RECORD NUMBER OF FARM
FORECLOSURES*
PETROLEUM OUTPUT AND COAL PRODUCTION ARE MUCH
LOWER THAN EXPECTED*
PERHAPS WORST OF ALL, WE'RE NOT CREATING
ENOUGH NEW INDUSTRIES TO PICK UP THE SLACK*
ECONOMIST DAVID BIRCH RECENTLY CONCLUDED THAT
MONTANA WAS JUST ABOUT THE LEAST ENTREPRENUERIAL
STATE IN THE UNION. THE WORLD, HE SAID, IS PASS-
ING US BY.
IT'S A SOBERING SITUATION. AND IT'S TEMPTING
TO Sl@-WTHROW OUR HANDS UP IN DESPAIR*
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BUT WE ONLY HAVE TWO CHOICES: TRY SOMETHING
OR DO NOTHING.
As FDR TOLD AN AUDIENCE IN BUTTE 52 YEARS
AGO, DURING THE DARKEST DAYS OF THE GREAT DEPRES-
SION, "ONE ONE SIDE IS CYNICAL AND UNSYPATHETIC
ACCEPTANCE OF THINGS AS THEY ARE. ON THE OTHER
SIDE IS OUR DETERMINATION AND FAITH IN THE POS-
SIBILITY OF CHANGE*"
MONtANA AND THE WORLD EcoNOMY
SO WHAT'S GOING ON?
As MONTANANS, WE LIKE TO THINK OF OURSELVES
AS A PEOPLE--AND A STATE--SET APART*
IN MANY WAYS, THAT'S TRUE.
WE'RE FRIENDLY. WE'RE INDEPENDENT* WE
APPRECIATE THE LAND AND ITS RESOURCES*
As JOHN STEINBECK WROTE, "MONTANANS ARE NOT
CAUGHT UP IN THE FRANTIC BUSTLE OF AMERICA. THEY
POSSESS THE CALM OF THE ROLLING GRASSLANDS.
BUT WHEN IT COMES TO ECONOMICS, MONTANA IS
NOT REALLY SET APART.
WE'RE CAUGHT UP IN THE COMPLICATED OPERATION
OF THE INTERNATIONAL MARKETPLACE*
THE PRICE WE'LL GET FOR COPPER HAULED OUT OF
THE COLUMBIA PIT IN BUTTE DEPENDS ON EVENTS IN
WASHINGTON, LONDON, CHILE, AND ZAMBIA.
THE PRICE OF OUR WHEAT DEPENDS ON SUCH
DIVERSE FACTORS AS THE WEATHER IN AFRICA, GOVERN-
MENT POLICY IN INDIA, AND THE EFFECTS OF THE
CHERNOBYL NUCLEAR ACCIDENT.
WHETHER WE LIKE IT OR NOT, WE ARE JUST A
SMALL PART OF THE WORLD. DISTANT FORCES SHAPE OUR
FUTURE. IF WE WANT TO SURVIVE AND PROSPER, WE
MUST UNDERSTAND THESE FORCES AND ADAPT TO THEM.
THE CHANGING WORLD ECONOMY
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THE MOST POWERFUL FORCE AT WORK IN TODAYS,
ECONOMY IS CHANGE: CONTINUAL, TUMULTUOUS CHANGE.
ONE IMPORTANT CHANGE HAS BEEN INCREASED
FOREIGN COMPETITION.
AFTER THE WAR, AMERICAN INDUSTRIAL MIGHT
DOMINATED THE WORLD ECONOMY*
WE PRODUCED 60 PERCENT OF THE WORLD's GNP.
WE OWNED 26 OF THE WORLD'S TOP 30
CORPORATIONS.
WE HAD A HUGE TRADE SURPLUS*
OUR STANDARD OF LIVING STEADILY ROSE*
BUT THE.DAYS OF UNCHALLENGED AMERICAN
DOMINANCE ARE OVER. OTHER COUNTRIES ARE CATCHING
UP.
INSTEAD OF PRODUCING 60 PERCENT OF THE
WORLD'S GNP, THE U*S* NOW PRODUCES 20 PERCENT.
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INSTEAD OF OWNING 26 OF THE THIRTY TOP COR-
PORATIONS, WE NOW OWN 15.
AND INSTEAD OF HAVING A TRADE SURPLUS, WE
NOW HAVE A HUGE TRADE DEFICIT. FOR EVERY $1 WORTH
OF U.S* GOODS GOING OUT, $2 WORTH OF FOREIGN
IMPORTS ARE COMING IN*
ON TOP OF THAT, EVERY ONE OF OUR MAJOR COM-
PETITORS IS INCREASING ITS PRODUCTIVITY FASTER
THAN WE ARE. EVERY ONE*
THESE ARE NOT JUST ABSTRACT STATISTICS.
THEY TRANSLATE INTO LOST SALES, LOST JOBS,
AND A LOWER STANDARD OF LIVING*
THE MEDIAN INCOME OF THE AVERAGE AMERICAN
FAMILY HAS FALLEN. IT'S NOW THE SAME AS IT WAS IN
1965.
ANOTHER IMPORTANT CHANGE HAS BEEN THE DECLINE
OF TRADITIONAL INDUSTRIES*
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WE'RE MOVING RAPIDLY FROM THE AGE OF THE
MACHINE TO THE AGE OF THE COMPUTER.
FIBEROPTICS ARE REPLACING COPPER WIRE*
BIOTECHNOLOGY IS REVOLUTIZING AGRICULTURE.
NATURAL RESOURCES ARE BECOMING LESS
IMPORTANT. UNSKILLED LABOR IS BECOMING LESS
IMPORTANT*
BRAINS, INNOVATION, AND RISK-TAKING ARE
BECOMING MORE IMPORTANT*
AS A RESULT, MONTANA CAN NO LONGER RELY
EXCLUSIVELY ON ITS TRADITIONAL NATURAL RESOURCE
INDUSTRIES LIKE MINING AND FOREST PRODUCTS.
THESE INDUSTRIES WILL REMAIN THE BACKBONE OF
OUR ECONOMY.
BUT THEY WON'T PRODUCE THE STEADY STREAM OF
NEW JOBS WE NEED TO GROW AND PROSPER*
FOR THAT, WE MUST LOOK ELSEWHERE.
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INCRFASING AMERICAN COMPETITIVENESS
IN THE FACE OF THESE CHANGES, WE MUST TAKE
SEVERAL DIFFICULT STEPS*
SOME MUST OCCUR AT THE NATIONAL LEVEL.
FIRST AND FOREMOST, WE MUST REDUCE THE
FEDERAL BUDGET DEFICIT.
THE FEDERAL GOVERNMENT HAS BEEN BORROWING
ABOUT $200 BILLION A YEAR*
THIS HAS DRIVEN THE INTERNATIONAL VALUE OF
THE DOLLAR SKY-HIGH. THE OVERVALUED DOLLAR ALONE
GAVE AUSTRALIAN WHEAT PRODUCERS A 40% PRICE AD-
VANTAGE OVER U.S. PRODUCERS. WE WERE PRICED OUT
OF MANY FOREIGN MARKETS.
NOW THE VALUE OF THE DOLLAR HAS FINALLY
FALLEN AGAINST SOME CURRENCIES*
BUT JUST BECAUSE THE DOLLAR HAS DECLINED, WE
WON'T RECOVER OUR LOST MARKETS EASILY* OTHER
SUPPLIERS HAVE STEPPED IN TO TAKE OUR PLACE. AND
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AGRICULTURAL EXPORTS HAVE DECLINED FROM $41 BIL-
LION A FEW YEARS AGO TO $28 BILLION THIS YEAR*
THERE'S NO EASY WAY TO REDUCE THE BUDGET
DEFICIT. IT REQUIRES SACRIFICE ALL AROUND.
.YOU MAY HAVE NOTICED THAT I WAS THE ONLY
MEMBER OF THE STATE S CONGRESSIONAL DELEGATION TO
SUPPORT THE GRAMM-RUDMAN LAW REQUIRING CONGRESS TO
MEET SPECIFIED DEFICIT REDUCTION TARGETS.
I ADMIT THAT GRAMM-RUDMAN IS TOUGH MEDICINE*
BUT IT'S WORKING.
LAST WEEK THE SENATE PASSED LEGISLATION THAT
WILL ACHIEVE THE DEFICIT REDUCTION TARGET WITHOUT
RESORTING TO ACROSS-THE-BOARD SPENDING CUTS.
IT'S TAKEN TOO LONG, BUT WE'RE FINALLY BRING-
ING THE FEDERAL BUDGET DEFICIT UNDER CONTROL*
INTERNATIONAL TRADE
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WE ALSO MUST IMPROVE TI INTFPNATIONAl TRADE
SYSTEM.
SEVENTY-PERCENT OF ALL AMERICAN COMPANIES
FACE FOREIGN COMPETITION*
BUT ALL-TOO-OFTEN, IT'S UNFAIR COMPETITION.
FOR YEARS, AMERICA HAS PLAYED THE PATSY*
WE HAVE FOLLOWED FREE TRADE PRINCIPLES.
BUT OTHER COUNTRIES HAVE TAKEN ADVANTAGE OF
THE UNITED STATES, INCLUDING MONTANA
INDUSTRIES.
JAPAN BLOCKS OUR BEEF EXPORTS.
CANADA FLOODS OUR MARKET WITH SUBSIDIZED
LUMBER*
THE LIST GOES ON AND ON.
A FEW WEEKS AGO I LEARNED ABOUT A MONTANA
CEMENT PRODUCER WHO SUBMITTED THE LOW BID ON A
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CONSTRUCTION PROJECT UP IN ALBERTA, BUT HE WAS
REJECTED BECAUSE HE WASN'T CANADIAN.
I INTERVENED IN CALGARY AND OTTOWA AND TURNED
THAT ONE AROUND.
BUT ENOUGH IS ENOUGH.
AMERICAN COMPANIES CAN SLUG IT OUT WITH
ANYBODY, BUT NOT WITH ONE HAND TIED BEHIND THEIR
BACKS.
THAT'S WHERE THE TRADE LAWS COME IN.
OUR TRADE LAWS ARE SUPPOSED TO ENSURE THAT
EVERY COUNTRY PLAYS BY THE SAME RULES.
BUT IN FACT, THE TRADE LAWS ARE RIDDLED WITH
LOOPHOLES AND HAVEN'T BEEN ENFORCED.
ONE OF THE MOST IMPORTANT THINGS CONGRESS CAN
DO IS CLOSE THESE LOOPHOLES AND CRACK DOWN ON
UNFAIR FOREIGN TRADE PRACTICES.
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AT THE SAME TIME, THERE ARE SOME PROBLEMS
THAT CAN ONLY BE SOLVED THROUGH INTERNATIONAL
NEGOTIATIONS*
A PERFECT EXAMPLE IS THE OVERSUPPLY OF GRAIN.
WE SUBSIZE PRODUCTION. SO DO THE OTHER MAJOR
PRODUCERS LIKE CANADA, AUSTRALIA, ARGENTINA, AND
THE EUROPEAN COMMUNITY*
THE RESULT IS A WORLD AWASH IN GRAIN. IN THE
UNITED STATES ALONE, WE HAVE ENOUGH GRAIN IN
STORAGE TO BAKE SEVEN LOAVES OF BREAD FOR EVERY
MAN, WOMAN, AND CHILD ON THE FACE OF THE EARTH*
No SINGLE COUNTRY, ACTING ALONE, CAN BREAK
THIS GRIDLOCK*
WE NEED AN INTERNATIONAL GRAIN SUMMIT, SO
THAT THE MAJOR PRODUCERS CAN AGREE ON A COOR-
DINATED PROGRAM THAT BRINGS SUPPLY BACK IN LINE
WITH DEMAND*
IMPROVING MONTANA'S COMPETITIVENESS
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IF WE REDUCE THE BUDGET DEFICIT AND IMPROVE
THE INTERNATIONAL TRADE SYSTEM, WE'LL ESTABLISH A
SOLID FRAMEWORK FOR THE MONTANA ECONOMY*
BUT THAT WON'T BE ENOUGH.
WE NEED AN INFUSION OF NEW COMPANIES THAT
DIVERSIFY OUR ECONOMY AND CREATE ATTRACTIVE, HIGH
PAYING JOBS TO REPLACE THE ONES THAT WILL
INEVITABLY BE LOST IN OUR NATURAL RESOURCE
INDUSTRIES*
OTHER STATES HAVE SUCCESSFULLY ACHIEVED THIS
KIND OF TRANSFORMATION*
EVERYONE KNOWS HOW MASSACHUSETTS TRANSFORMED
ITSELF FROM A DYING TEXTILE STATE INTO A BOOMING
HIGH-TECH STATE.
BUT, AS DAVID BIRCH EXPLAINED IN BUTTE, A
SIMILAR TRANSFORMATION CAN OCCUR IN RURAL STATES*
THE MAIN INGREDIENT IS AN ABILITY TO AN-
TICIPATE ECONOMIC TRENDS AND FIND NICHES WHERE'WE
HAVE AN ADVANTAGE*
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LET ME SUGGEST THREE SPECIFIC AREAS WHERE
THAT CAN BE DONE.
THE FIRST IS PROCESSING NATURAL RESOURCES*
WE'RE STILL LIKE SOME THIRD-WORLD COLONY,
SHIPPING OUR RESOURCES AWAY TO BE SMELTED,
REFINED, PACKED, OR MILLED*
THERE'S NO REASON WHY WE CAN'T PROCESS MORE
OF OUR RAW MATERIALS RIGHT HERE AT HOME. THERE'S
NO REASON WHY THERE SHOULD BE MORE MINERAL
PROCESSING PLANTS IN NEW ENGLAND THAN MONTANA*AND
THERE'S NO REASON WHY THE NORTHERN HOTEL COULDN'T
BUY REAL MONTANA BEEF THAT WAS PACKED RIGHT HERE
AT HOME.
REVIVING THE MIDLAND PACKING PLANT WAS A STEP
IN THE RIGHT DIRECTION*
WE SHOULD EXTEND THE SAME PRINCIPLE TO
MINERALS AND TO OTHER AGRICULTURAL PRODUCTS*
THE SECOND AREA IS TOURISM.
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TOURISM IS BECOMING A TREMENDOUS GROWTH
INDUSTRY*
IN 1960, THERE WERE 17 MILLION AMERICANS OVER
65. By THE YEAR 2000 THERE WILL BE 35 MILLION*
MANY OF THEM WILL BE RETIRED, HEALTHY, AND
AFFLUENT. THEY WILL COMPRISE-A HUGE BASE OF
POTENTIAL TOURISTS.
MONTANA IS THE MOST BEAUTIFUL PLACE IN THE
WORLD. BUT WE HAVE TO LET PEOPLE KNOW THAT. WE
HAVE TO TELL THEM ABOUT GLACIER AND BIG SKY.
OTHERWISE THEY AND THEIR DOLLARS WILL GO TO
ALBERTA OR ALASKA, WHICH HAVE HIGH-POWERED PROMO-
TION OPERATIONS*
AND WE MUST HAVE AN EFFICIENT TRANSPORTATION
SYSTEM SO THAT TOURISTS CAN GET HERE WITHOUT
CHANGING PLANES SEVEN TIMES.
THE THIRD AREA IS HTGH-TFCHNOLOGY.
WE ARE NOT GOING TO BECOME ANOTHER SILICON
VALLEY OVERNIGHT*
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BUT WE HAVE A GREATER HIGH-TECH POTENTIAL
THAN WE SOMETIMES THINK.
ONE REASON IS TRANSPORTATION COSTS. THE HIGH
COST OF SHIPPING TO MAJOR MARKETS HAS ALWAYS
PREVENTED MONTANA FROM DEVELOPING A DIVERSIFIED
MANUFACTURING BASE*
BUT WITH HIGH-TECH, THE SITUATION IS
DIFFERENT*
WHEN YOU CAN PACK $10,000 WORTH OF LASER
TESTING EQUIPMENT IN A BOX THE SIZE OF A COFFEE
CUP AND SHIP IT OVERNIGHT ON FEDERAL EXPRESS,
TRANSPORTATION COSTS AREN'T THAT IMPORTANT*
WHEN YOU'RE SELLING INFORMATION THAT'S TRANS-
MITTED VIA SATELLITE AT 183,000 MILES A SECOND,
TRANSPORTATION COSTS AREN'T THAT IMPORTANT.
WHAT IS IMPORTANT IS THE AVAILABILITY OF A
HIGHLY EDUCATED WORKFORCE, AND THAT'S AN AREA
WHERE MONTANA HAS A DISTINCT ADVANTAGE. HOWEVER
YOU LOOK AT IT, WE HAVE ONE OF THE BEST EDUCA-
TIONAL SYSTEMS IN THE COUNTRY*
-17-
WE HAVE THE SEVENTH HIGHEST LITERACY RATE IN
THE COUNTRY AND ONE OF THE HIGHEST GRADUATION
RATES*
TWENTY-FIVE PERCENT OF THE STUDENTS AT MSU
ARE IN ENGINEERING*
WESTERN MONTANA COLLEGE HAS ONE MICRO COM-
PUTER FOR EVERY SEVEN STUDENTS*
BUT WE HAVE TO GET THE WORD OUT.
OUR IMAGE IS OUR GREATEST ASSET.
BUT IT IS ALSO OUR GREATEST LIABILITY, BE-
CAUSE COMPANIES JUST DON'T EXPECT TO FIND THE
FOUNDATION FOR AN AGRESSIVE HIGH-TECH INDUSTRY IN
MONTANA. THEY STILL THINK OF MONTANA AS AN
ECONOMIC BACKWATER.
LAST MONTH, I INVITED SEVERAL MAJOR HIGH-TECH
COMPANIES TO BIG SKY TO LEARN ABOUT THE POTENTIAL
FOR INVESTMENT IN MONTANA.
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THEY WERE IMPRESSED WITH OUR EDUCATIONAL
SYSTEM, PARTICULARLY THE RESEARCH BEING DONE AT
MSU.
THEY WERE IMPRESSED WITH SOME OF THE EXITING
HIGH-TECH COMPANIES ALREADY OPERATING IN THE
STATE, LIKE Cii)
SEVERAL OF THE NATIONAL COMPANIES THAT
VISITED BIG SKY ARE FOLLOWING UP BY INVESTIGATING
SPECIFIC VENTURES IN MONTANA.
WE HAVE TO DO MUCH MORE OF THIS, WORKING
THROUGH'THE COMMERCE DEPARTMENT, THE MONTANA
AMBASSADORS PROGRAM, THE MONTANA TECHNOLOGY
ALLIANCE, AND OTHER APPROPRIATE ORGANIZATIONS.
BUT WE ALSO MUST ADDRESS SEVERAL GLARING
SHORTCOMINGS.
THE MOST IMPORTANT IS THE LACK OF VENTURE
CAPITAL, WHICH IS THE LIFE-BLOOD OF HIGH-TECH
DEVELOPMENT.
WE'RE FAR FROM MAJOR FINANCIAL MARKETS.
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AND THERE IS ONLY ONE VENTURE CAPITAL COMPANY
IN MONTANA, CAPITALIZED AT LESS THAN $1 MILLION*
UNLESS WE ADDRESS THIS CAPITAL SHORTAGE, OUR
HIGH-TECH POTENTIAL WILL REMAIN ESSENTIALLY
UNTAPPED*
THAT'S WHERE YOU COME IN.
MONTANA'S BANKING COMMUNITY HAS PLENTY OF
PROBLEMS OF ITS OWN. BUT IN THIS AREA AND MANY
OTHERS, WE NEED AGRESSIVE LEADERSHIP. FIRST
INTERSTATE AND OTHER FINANCIAL INSTITUTIONS CAN
MAKE A MAJOR CONTRIBUTION TO MONTANA'S ECONOMY BY
MAKING A COMMITTMENT TO FINANCE THE DEVELOPMENT OF
NEW COMPANIES IN MONTANA*
CONCLUSION
THESE ARE SOME OF THE SPECIFIC CHANGES WE
MUST MAKE*
BUT THE MOST IMPORTANT CHANGE WE CAN MAKE IS
TO CHANGE OUR WAY OF THINKING*
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IN THE PAST, MONTANA WAS EXPLOITED BY THE
MINING COMPANIES AND THE RAILROADS. IN THOSE
DAYS, THERE WAS NO MIDDLE GROUND. YOU WERE EITHER
FOR ANACONDA OR AGAINST IT.
ANACONDA IS LONG GONE. BUT THE OLD PATTERN
OF POLARIZED THINKING STILL HAUNTS US.
WE TRANSFORM EVERY ECONOMIC ISSUE INTO A
POLITICAL BATTLEGROUND*
YOU'RE EITHER FOR THE UNIONS OR FOR BIG
BUSINESS.
YOU'RE EITHER FOR BN OR AGAINST IT.
YOU'RE EITHER FOR THE ENVIRONMENT OR FOR
ECONOMIC DEVELOPMENT.
WE ARE SPENDING SO MUCH TIME WORRYING ABOUT
WHAT'S FAIR TO EACH GROUP WITHIN MONTANA THAT
WE VE IGNORED THE MORE IMPORTANT QUESTION: WHAT'S
FAIR JO MONTANA?
0
0
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IN THE END, MOST MONTANANS AGREE ABOUT WHAT
WE WANT. WE WANT ECONOMIC DEVELOPMENT SO THAT OUR
CHILDREN HAVE SOLID JOBS HERE AT HOME. BUT WE
WANT TO ACHIEVE ECONOMIC DEVELOPMENT IN A WAY
THAT'S CONSISTENT WITH MONTANA'S SPECIAL CHARACTER
AND ENVIRONMENT.
Now ITS UP TO US, AS LEADERS, TO PUT POLITICS
ASIDE AND FIND THE MIDDLE GROUND*
IN THIS RESPECT, BUILD MONTANA WAS A HISTORIC
BREAKTHROUGH. WE ACHIEVED A CONSENSUS IN FAVOR OF
WELL-PLANNED DEVELOPMENT.
Now WE NEED TO BUILD ON BUILD MONTANA, AND
TAKE ECONOMIC DEVELOPMENT SEVERAL STEPS FURTHER*
GOVERNMENT CAN'T DO IT ALONE*
LABOR CAN'T DO IT ALONE*
THE BUSINESS COMMUNITY CAN'T DO IT ALONE.
THE FINANCIAL COMMUNITY CAN'T DO IT ALONE*
10
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WE HAVE TO DO IT TOGETHER*
ONE OF MY FAVORITE CHARLEY RUSSELL PAINTINGS
IS ONE CALLED "PARTNERS*"
THAT'S HOW WE MUST APPROACH THIS CHALLENGE:
AS PARTNERS: DEMOCRATS AND REPUBLICANS, GOVERNMENT
AND BUSINESS, LABOR AND MANAGMENT, FINANCIERS AND
ENTREPRENEURS*
THIS IS A GREAT CHALLENGE.
BUT, AFTER ALL, MEETING CHALLENGES IS WHAT
MONTANA IS ALL ABOUT.
THANK YOU.
